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EUROPEAN BRIEF LL4-75-4 

1. PORTUGAL: THE REJECTION BY TUO SOCIALIST PARTY OFFICIALS 
OF A REQUEST THAT THEY JOIN THE CABINET APPARENTLY REFLECTS 
THEIR PARTY'S CONTINUED COMMITMENT TO A JOTNT STRATEGY 
WITH REVOLUTIONARY COUNCIL MODERATES 07 PREVENTING 
PRIME MINISTER VASCO GONCALVES FROM FORMING A NEW 
GOVERNMENT -¥ 

THE TWO SOCIALIST LEADERS. CONSTITUENT ASSEMBLY 
LEADER ANTONIO LOPES CARDOSO AND AN UNIDENTIFIED PARTY 
OFFICIAL, REPORTEDLY: DECLINED TO ACCEPT CABINET POSTS 
DURING A MEETING WITH PRESIDENT COSTA GOMES ON MONDAY- 
THE SOCIALIST REFUSAL IGNORES AN EARLIER APPEAL BY THE 
ARMED FORCES MOVEMENT CALLING ON ALL PARTIES TO PLACE 
THE NATIONAL INTEREST ABOVE PARTISAN CONSIDERATIONS 
DURING TH PRESENT CRISTIS-¥ 

GONCALVES' POSITION WAS FURTHER ERODED ON TUESDAY 
BY THE ANNOUNCED RESIGNATION OF THREE NORE NON-CONMUNIST 
MEMBERS OF THE FORMER CABINET. THE MINISTERS OF 
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INTERTERRITCRIAL AFFAIRS. EXTERNAL TRADE. AND SOCIAL 
INFRASTRUCTURE AND ENVIRONMENT REPORTEDLY SAID THEY 
WOULD REFUSE TO TAKE PART TN THE NEW GOVERNMENT. THE 
FIRST TWO ARE INDEPENDENTS WETH SOCTALIST SYMPATHIES. 
BUT THE THIRD WAS A PERSONAL FRIEND OF THE PRIME MIMNISTER-\ 
THE PRIME MINTSTE? APPARENTLY WAS ALSO BEEN 
DESERTED SY HIS KEY LEFTIST ECONOMTC ADVISERS IN THE 
FORNER CABINET. THE REVOLUTEONARY COUNCIL HAS SET A 
DEADLINE OF LATE JULY FoR Theil CABINET TO SOLVE 
PORTUGAL'S DEEPENTHG SCONOMEC CRISIS. SLNCE NO 
PROGRESS HAS BEEN HADE. THESE MINISTERS WHO ARE 
CLOSELY IDENTIFIED UITH GONCALVES' ECONOMIC 
FAILURES-PROBASLY FEEL THeRE 2S = POINT IN 
ACCEPTING POSTS oN The REY BINET- 
ACCORDING TO SOURCES CLUGSE TO SOCTALIST PARTY CHIEF SOARES 1 ch 
OF THE 3O REVOLUTIGUARY TOuacll TEUSERS VOTED AGALNST 
GONCALVES IN A PRELISTNARY 2ALLOT Gi POMDAY. HE 
REPORTEDLY UAS GUYS UNTEL TOEO82OU TO FORM A 
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CASINET OR STEP DOWN. 4 
MZANWHILEs ANTI-COMNMUNIST “OBS DEFIED AN APPEAL 
BY THE REVOLUTIONARY COLHCTL FGR CALN OY CONTINUING 
THETR ATTACKS ON COMMUNIST PARTY HEADQUARTIORS AHD 
OFFICIALS IN NORTHERN AND CENTRAL PORTUGAL ON TUESDAY. 
"SQYVRVANAUDANPARTY OFFICES Til SEDELY SCATTERED AREAS WERE SACKED 
AND BURNED AND GOVERNMENT SECURITY FORCES WERE FORCED 
TO INTERVENE TO @ESCUE SELEAGUERED COMMUNIST OFFICIALS. 4 
Ti LIGHT OF ENCREASTHG GRESSURES UPON THE 
COMMUNISTS A STROGG REACTION ON THETR PART CANNOT 
BE RULED OUT. IN THE EVENT OF A SHONDOUN. CONTROL OF 
THE SECURITY FORCES UILL &E CRITICAL- FOLLOWING THE 
DEPARTURE FOR CUBA Os MOTDAY BY THE FORCES. LEFTIST 
BUT ANTE-COMMUNIST LOMPALMER« GEHERAL OTELO DE 
CARVALHO. ARMY CHREF CF STAFF FAGLAD WAS DTSCLOIED 
ON TUESDAY TO HAVE FOSTPCNED 4 UCHEDILED Tie TO 
LONDOM. FABTAO TS SILaeALLY CONSTESRED ALtosed WIT 
RATE: 
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TH ADDITION TS ITS APPEAL FOR ORDER. TSSUED 

FOLLOWING A MARATHON MEETING UHICH LASTED UTIL 
EARLY ATUESDAY HORMING. THE REVOLUTLOMARY COUNCIL 

ANNOUNCED THAT IT GAS CONTINUING TO REVIEN THE PRESENT 
POLITICAL SITUATION. THE COUNCTL CONMUNTALZ ALSO SAL) 
THAT REPORTS HAD BEEN PRESENTED OM RECENT DEVELOPHENTS . 
IN ANGOLA AND THE AZGPES. IT IS PROBABLE THAT THE 
CURRENT TURMOIL IN LISSON TS PROVIDING ENCOURAGEMENT 
TO AZOREAN SEPARATISTS. HO ARE APAREHENSIVE OVER 
COMMUNTST INFLUENCE ON THE HALMLAUD. THASECRETIY 

2. SPAIN: PRIME MINESTER ARIAS HAS SUFFERED YET ANOTHER 
SETBACK IN HIS DRIVE TO ENCOURAGE THE ESTABLISHMENT OF 
GOVERNMENT~APPROVED ASSHCLAYLONS TO SERVE AN FORERUNNERS 
OF POLITICAL PARTIES. +! 
| CARLIER THIS GONTH. A GROWS OF NMODLRATES-TGST OF NHON 
HAD SEEM ASSOCKATED ULTH THE REGIE AT GH TRAE OR AMO THER OP oR ALL 
CONSTITUTED A POLETTESAL ACTIGG GIOUR UREA THE GuTin Ge A 


“RENTARCH CORPORATTON. THE LARSTLY CENTER 2 Tay? Caos ech ) 
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TO APPLY FOR STATUS AS A POLITICAL ASSOCIATION BECAUSE THIS 
WOULD HAVE REQUIRED THE APPROVAL OF THE FRANCO REGTHE'S 
NATIONAL MOVEMENT.4 

THE FOUNDERS OF THE HRW ORGANTZATION. TO RE KNOW AS TIE 
INDEPENDENT STUDIES FEDERATION {FEDISA} STATED THAT THEL2 PURPOSE 
IS TO STUDY POLITICAL, SOCIAL. AND ECONOMIC PROBLEMS CONFRONTING 
SPAIN-Y 

THE IMPRESSIVE POLITICAL CREDENTIALS OF THE FOUNDERS WILL 
MAKE FEDISA AN IMPORTANT PRESSURE GROUP. THE MOST PROMINENT 
MEMBER IS MANUEL FRAGA IRIBARNE. CURRENTLY AMBASSADOR TO LONDOJ4 
WHO EARLIER THIS YEAR DECIDED NOT TO FORM A POLITICAL ASSOCTATION 
AFTER THE REGIME FAILED TO PROVIDE SUFFICIENT GUARANTEES 0F 
FREEDOM OF ACTION. 

BY INCORPORATING AS A RESEARCH CORPORATION. FRAGA 
AND OTHER FOUNDERS OF FEDISA HAVE SIGNALED THEIR TNHTENTTON 
TO HAVE A POLITICAL VOICE. WHELE REMALNING ALOOF F204 
REGIME-SPONSORED SCHEMES TO PROMOTE POLITICAL ASSOCIATIOUS. 
THE HOVE FOLLOWS THE RECENT FORMATION OF A. CENTER-LEFT 
DATE: 
ORIG: 


UNIT: 
EXT: 
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ORGANIZATION THAT HAS MADE IT CLEAR IT DOES Nov INTERD Vo 
APPLY FOR ASSOCIATION STATUS.¥ 

THE FRANCO GOVERNMENT REPORTEDLY IS ANGERED AT THE 
FORMATION OF FEDISA OUTSIDE THE FRAMEWORK OF THE POLTT ICAL. 
ASSOCLATIONS STATUTE. THE NEULY APPOINTED MINTSTER OF THE 
NATIONAL MOVEMENT CALLED THE DEVICE OF INCORPORATION "A 
FRAUD AGAINST THE NATION." 

IN THE PERTOR SINCE LAST JANUARY, WHEN THE STATUTE oH 
POLITICAL ASSOCIATIONS TOOK EFFECT: ONLY FIVE-LARGELY 
RIGHTIST-REGINE-ORTENTED POLITICAL ASSOCIATLONS HAVE BEEN 
APPROVED BY THE GOVERNMENT. ON THE OTHER HAND. THE 
CLANDESTINE OPPOSITION PARTIES. INCLUDING THE SOCEALISTS AMD 
THE CHRISTIAN DEMOCRATS. ARE GRADUALLY BEING DRANN INTO 
THE DEMOCRATIC CONFERENCE. A CLANDESTINE GROUPING SUMECH Zs 
EMERGING AS A RIVAL OF THE COMMUNIST-DOMTNATED DEMOGRATEC JilNTA 
FORMED IN PARIS LAST SUMMER. <ICONFRDENTTALTY 
3. USSR: «TASS ANMOUNCED ON JULY 38 THAT DEPUTY teste? 

OF CULTURE ZINAIDA.M- KRUGLOVA HAS BEEN NAMED CHATR- 
DATE: | | | 
OG: 


Unit: 
EXT: 
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NAN OF THE UNION OF SOVIET SOCIETIES FOR FRIENDSHIP 


AND CULTURAL RELATIONS WITH FOREIGN COUNTRIES. KRUG- 
LOVA VACATES A POST UHTCH SHE ASSUNED ONLY LAST 50- 
VENBER. SHORTLY AFTER THE APPOINTMENT OF CANDTDATE 


POLITSURO NEMSER PETR DEMICHEY AS MIMISTER OF CULTURE.' 

UNTIL LAST FALL. KRUGLOVA HAD BEEN PARTY SEC- 
RETARY FOR IDEOLOGY IN THE LENINGRAD OBLAST PARTY 
COMNNITTEE, WHERE SHE CONFORMED TO LENINGRAD'S LONG- 
STANDING REPUTATION FOR TOUGHNESS AND ORTHODOXY IN 
CULTURAL AND IDEOLOGICAL AFFAIRS. HER APPOINTMENT 
TO THE NINISTRY OF CULTURE WAS THUS VIEVED BY SOME 
SOVIET INTELLECTUALS AS AN EFFORT TO BALANCE DENI- 
CHEV'S MORE PRAGMATIC APPROACH. 

DURING HER SHORT TENURE AT THE MINISTRY. KRUG- 
tOVA HAS HAD VIRTUALLY NO PUBLICITY. THIS UILL PROA- 
ABLY CHANGE WITH HER NEU JOB WHICH» THOUGH AS GEN] 

- ERALLY POWERLESS AS THAT OF A DEPUTY CULTURE WINTSTIR, 
CARRIES CONSIDERABLY NORE PRESTIGE AND Atl. OPPORTHNITY 
PL RER REBELLED 
GMT: 

EAT, 
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FOR SMNTERNATIONAL PUBLIC RELATIONS-¥ 
THE S@-YEAR-OLD KRUGLOVA TAKES OVER. HER NEW POST 
FROM HINA VY. POPOVA, be. HO TS RETIRING. POPOV ATS 
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RANK AS FULL NENBER 9 
GIVEN TO KRUGLOVA AT THE NEXT PARTY CONGPESS IN FEQ- 
RUARY. KRUGLOVA TS Nou A MEMBER OF THE CONTRAL. AUDLT- 
ING CONMISSION. A RANK SHE ATTAINED BY VIRTUE OF HER 
FORMER PARTY POST IN LENINGRAD. 4! 

NO REPLACEMZHT HAS YT BEEN NANED FOR KRUGLOVA 
IN THE MINISTRY. © EF. THIS DOES NOT OCCUR SOONa IT 
WILL AD) ONE NORE TO THE GROWING NUMBER OF VACANCIES 
oN THE PARTY AND GOVERNZEMT CULTURAL/PROPAGANDA AP- 
PARATUS. THE OST TRB IST ANT OF THESE IS DENICHEY'S 
FOR aMER POST OF PARTY SECRETARY FOR CULTURE AND PROP- 
AGANDAs WHICH HE RELTNQUTSHED AT THE pe ee 
CENTRAL COMMITTED PLEi. THE LEADERSHLP'S FACS 
TO FILL THES AND RBALATED LESSER COSTS HAS RESULT SD 
IN AM AD HOC APPROACH TO CULTURAL APFATRS . CHARACTOUS Zoy 
DATS: 
ONG: 
UNIT: 


GAT: 
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WESTERN HEMISPHERE OAIEF 234-75.¥ 

PAWANA: PAWAMA’S ECONOMY, THOUGH LESS GUGYANT THAN IN THE PAST 
SEVERAL YEARS, IS MOLDING ITS OWN THROUGH TIE WORLDUIIE RECESSION. 
LAST YEAR. REAL ECONONTC GROWTH WAS 3.5 PERCENT, LOU FOR PAWANA aut 
RESPECTABLE IN THE WORLD CONTEXT. THE ECONOMY PROBABLY IS STILL 
GROWING AT NEARLY THIS RATE-V 

THE GOVERNMENT IS UNDER NO SERIOUS PINANCIAL PRESSURE. IT iHAS 
BECN AOLE TO BORROY AT ATTRACTIVE RATES OH WORLD MONEY MARKETS TO 
FINANCE MAJOR CAPITAL INVESTMENTS: AND IT WILI. SE ABLE TO COVER A 
SHALL DEFICIT BITHOUT DIFFICULTY. DEBT SERVICE, WHICH ACCOUNTED FOR 
30 PERCENT OF THE BUDGET IW 3973. IS PON TO 28 PERCENT THIS VEAR.Y 

AN GO-PERCENT JUMP IN PANANA'S INTERRATIONAL CURRENT ACCOUNT 
DEFICIT Im 197% WAS CASILY OFFSET GY THE FLOY OF CAPITAL INTO THE 
COUNTRY. ESPECIALLY INTO PANANA'S STEADILY EXPANDING BANKING BUSINESS. 
THIS YEAR. THE GOVERNMENT EXPECTS A REDUCTION IN THE CURRENT ACCCUNT 
DEFECIT-Y ~s& 2 

SALES @F REFINED PETROLEUN PRODUCTS--PANAMA’S LEADING EXPORT- 
ARE UP> WELPING TO OFPSET THE HIGHER COSTS OF IMPORTED CRUDE OIL. 
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MOREOVER, O17 NILLION IN WEW FINANCING VILL @E AVAILAGLE UNDER 
VENEZUELA'S REBATE PROGRAN. PANAMA ALSO EXPECTS TO OBTAIN 241 
MILLION FROM THE INTERNATIONAL MONETARY PUND'S OLL FACILITY.¥ 

THE ECONOMIC SLOWDOWN IS NOT LIKELY TO INDUCE PANAMANIAN LEADER 
TORRIVOS TO MAKE CONCESSIONS IN THE CAWAL TREATY NEGOTIATIONS.¥ 

ALTHOUGH INCREASED COMPENSATION FROM CANAL OPERATIONS WOULD 
PERMIT SPENDING OM PROGRAMS THAT HAVE SEEN CUT BACK AS At AUSTERITY 
MOVE. NO PLAUSIBLE LEVEL OF COMPENSATION YOULD BE LARGE ENOUGH TO 
EXERT MUCH LEVERAGE IN VIEU OF PANANA’S GENERALLY SOLID FINANCIAL 
POSITION. <CSGBRESENTIAL? E-2 INPRET.d 
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i é- AHGOLAt A OILTVARY DRIVE ON LUANDA BY THE HATLOMAL 
FRONT FOR THE page SRATION OF ANGOLA. LAUNCHED LAST GYEEKEND 
FROM TTS TRIBAL BA S2TH “OATHERN ANGOLA. HAS BECOME STALLED 
Iu THE VICINITY OF CAKTTO. SOME SO NILES NORTHEAST OF THE 
CAPITAL» THIS ARZA TS SIMTNATED BY THE RIVAL POPULAR MOVETENT 
FOR THE LIBERATION OF ANGOLA, AND THE MATIONAL FRONT MAY NOT 
BE ABLE TO MUSTER THE KESOURCES NECESSARY TO PUSH THROUGH To 
LUANDA, FROM WHICH IT sAS LARGELY DRIVEN OUT LAST WEEK.Y 

THE SKIRMISHING IN CAXITO APPARENTLY HAS COHVTNCE 
THE AUTHORITIES IN LUANDA THAT THE FRONT INTENDS TO 
FIGHT ITS WAY BACK INTO THE CAPITAL. THE PORTUGUESE 
ARMED FOR RACES COMMANDER HAS ORDERED HTS TROOPS TO ESTASLINH 
A PEQCHETER AROUND THE CITY TO PROTECT NT AGAINST Ad 


. OFFENSLVE BY THE FRONT. OSTENATIUYs THE COMMANDER HOPES 


TO AVGRT FURTHER BLOODSHED IM Tur CLTY. TN SFFSC Ts 
YI AWN 

Oaths: 
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HOWEVER, HIS PLAN WILL HELP DEFEND THE CITY FOR THE 
POPULAR MOVENENT IF THE NATIONAL FRONT SPEAKS THROUGH 
AT CAMITO AND CONTINUES TTS NARCH.Y ) 
THE FRONT APPARENTLY STILL HAS SOME. 

TROOPS IN THE LUANDA AREA. THEY HAVE BARRICADED 
THEMSELVES IN AN INDUSTRIAL COMPLEX JUST NORTH OF THE 
CITY. THE POPULAR MOVENENT FORCES ARE HOLDING BACK FROM 
A FINAL ATTEMPT TO DISLODGE THE FRONT TROOPS BECAUSE THE 
LATTER: ARE HOLDING PRISOQWERS SELONGING TO THE POPULAR 
MOVEMENT. LCONFIDENTIALI¥ 

4 7. ETHIOPIA: DURING THE PAST WEEK. VIOLENCE HAS SEEM 
‘ON THE UPSWING IN AND AROUND ASMARAs THE CAPITAL OF ERITREA. 
PROVINCE. 4 . 

OM JULY 27. ONE OF THE LARGEST ENGAGENENTS IN SEVERAL ULEKS 
OCCURZED SOUTH OF AS'IATA. UHESE THE RESELS AMBUSHED FOUR TRUCKLoans 
OF GOVERNNENT SOLDIERS. -OVLE LO HEME KILLED. BEAYY aUTOATTSC 
WEAPONS FIRE WAS HZARS ON TUESDAY Til THE CLTY. AMO GOUSmuSeDg 
ALRCP APY BOMBED AND STRAFED A VILLAGE ABOUT SEVEN IMLIS GEST 
Tere REE | 
Gels: 
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ASSASSINATION TEAMS OF ERITREAN REBELS LAST WEEK KILLED 
FOUR GOVERNMENT INFORNERS. ALL THE ASSASSINS ESCAPED. TH 
REPRISAL, GOVERNIENT SECURITY FORCES KILLED AT LEAST 0 ERTTREAMS- 
GOVERNMENT FORCES REPORTEDLY HAVE DECLARED THEY WILL KILL TWO OR 
THREE ERITREANS FOR EACH SOLDIER OR GOVERNNENT SUPPORTER KILLED 
BY THE REBELS. a 

GOVERNMENT FORCES ARE ESPECIALLY TENSE BECAUSE GENERAL TEFERT 
BENTI. THE HEAD OF THE RULING NELETARY COUNCIL. IS VISITING THE 
PROVINCE. STRINGENT, SECURITY MEASURES ARE IN EFFECT. INCLUDING 
INCREASED PATROLS BY ARMY AND POLICE UNITS. SECURITY FORCES HAVE 
ALSO ROUNDED UP A LARGE NUMBER OF ASNARA RESIDENTS SUSPECTED OF 
BEING REBEL SYMPATHIZERSS SOME REPORTEDLY WERE EXECUTED.2 
{CONFIDENTIAL} E-2 IMPDET «ri 
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